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The Notes initially will be issued in registered form in the name of Cede & Co., as nominee of The Depository Trust Company,
New York, New York ("DTC"), which will act as securities depository for the Notes. Purchases of beneficia interests in the
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certificates representing their ownership interests in the Notes purchased. The Notes will be dated the date of delivery, and will
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Dear Investor,

In the mid 1970's a famous pop singer sang a song entitled “Raindrops Keep
Fallin On My Head." The lyrics to that song could apply to the economic
condition in the great State of Idaho. After eleven straight years of economic
expansion, that made Idaho one of the five fastest growing states in the nation,
the national slowdown has finally reached us. While we have remained a “bright
star” among states in the northwest, we are not immune from the effects of a
national economy.

The net result, of course, has been less revenue flowing into the state's coffers.
This has created no small amount of consternation on the part of the Governor
and the legislature. But, in true Idaho fashion, state leadership took quick action.

In August 2001, (just one month into the current fiscal year), the Governor issued
a 2% holdback. In November 2001, another 1% holdback as instituted. And in
January of this year, the lagislature began wrestiing with the shortfall. Tough
choices and decisions were made and all agencies of state government,
including the public school system, received negative supplemental
appropriations reflecting the current state of the economy.

Pleasant? No. Prudent? Yes. The philosophy of our state can be summed up
this way: “When the average household budget must be trimmed, then
government must tighten it's belt, as well."

We are poised for economic recovery. Already signs are painting toward an
upturn. Although the incoming numbers have yet to reflect it, we know “the sun
will break through the economic clouds and shine again, soon!”

Sincerely,

Gl

Ron G. Crane
State Treasurer
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No person has been authorized by the State of Idaho to give any information or to make any
representations not contained in this Official Statement and, if given or made, such other
information or representations must not be relied upon as having been authorized. This Official
Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there
be any sale of the Notes by any person in any jurisdiction in which it is unlawful for such person
to make such offer, solicitation or sale. The information, estimates and expressions of opinion
herein are subject to change without notice, and neither the delivery of this Official Statement
nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the State of 1daho since the date hereof.

The Underwriters have reviewed the information in this Official Statement in accordance with,
and as part of, their responsibilities to investors under the federal securities laws as applied to the
facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or
completeness of such information.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE
OF THE NOTES AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANYTIME.
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SUMMARY STATEMENT

THIS SUMMARY STATEMENT IS SUBJECT IN ALL RESPECTS TO MORE COMPLETE INFORMATION CONTAINED
IN THIS OFFICIAL STATEMENT, AND THE OFFERING OF THE STATE OF IDAHO TAX ANTICIPATION NOTES,
SERIES 2002, REFERRED TO HEREIN TO POTENTIAL PURCHASERS IS MADE ONLY BY MEANS OF THE ENTIRE
OFFICIAL STATEMENT.

Description of the Notes

The Notes will be issued in the aggregate principal amount of $350,000,000. The Notes will be dated the date of delivery (which
is anticipated to be approximately July 1, 2002), mature on June 30, 2003, and are not subject to redemption prior to maturity. It
is anticipated that the Notes will be issued in book-entry-only form, registered in the name of Cede & Co. as nominee of The
Depository Trust Company, New York, New York ("DTC"), which will act as securities depository for the Notes. Purchases of
beneficial interests in the Notes will be made in book-entry-only form in the denomination of $5,000 or integra multiples
thereof. Purchasers will not receive certificates representing their beneficial ownership interest in the Notes. The beneficia

ownership of interests in the Notes is expected to be shown on, and the transfer of such ownership is expected to be effected
through, records maintained by DTC and the Participants and Indirect Participants which are related to entries on the book-entry-
only system of DTC. If the book-entry-only system is discontinued, the Notes will be issued to the purchasers thereof in the form
of bearer certificates.

Purpose of the Notes

The Notes are being issued to fund the State of I1daho's anticipated cash flow shortfalls during the fiscal year commencing July 1,
2002, and ending on June 30, 2003 (the "2003 fiscal year"). Proceeds of the sdle of the Notes will be deposited in the General
Fund of the State and will be used to alleviate temporary cash flow shortfalls and to finance the State of Idaho’ s daily operations
in anticipation of the receipt of certain tax revenues of the State to be collected during the fourth quarter of the 2003 fiscal year.

Authority for the Notes

The Notes will be issued pursuant to Article VII, Section 11, and Article VIII, Section 1, of the Constitution of the State of Idaho,
and Chapter 32, Title 63, Idaho Code, and pursuant to a Resolution of the Board of Examiners of the State of Idaho adopted on
March 12, 2002, and a Plan of Financing approved by the Treasurer of the State of Idaho.

Security and Sour ces of Payment for the Notes

The Notes are secured by (i) an irrevocable pledge of the income and revenues from taxes, whether specific, ad valorem, excise,
income, franchise, or license, to be received by the State during the fourth quarter of the 2003 fiscal year (the State estimates it
will receive $644,753,000 during the fourth quarter of the 2003 fiscal year); (ii) to the extent necessary, from other borrowable
resources of the State (described in the Official Statement); and (iii) the solemn pledge of the faith and credit of the State.

Deposit of Pledged Moniesfor the Notes

A "Tax Anticipation Notes, Series 2002, Note Payment Account” (the "Note Payment Account”) will be created in the "Tax
Anticipation Note Redemption Fund" created by Section 63-3203, Idaho Code, into which will be deposited as received the
revenues described above until the monies therein and investment earnings earned or to be earned thereon shall be fully sufficient
to pay the principal of and interest on the Notes at maturity. Any monies so deposited into the Note Payment Account are
irrevocably appropriated and set aside solely for payment of principal of and interest on the Notes.

Tax Exemption

In the opinion of Moore Smith Buxton & Turcke, Chartered, bond counsel, under currently existing laws, regulations, decisions
and interpretations and assuming, among other things, compliance with certain covenants, interest on the Notes is excluded from
gross income subject to federal income taxation under Section 103(a) of the Internal Revenue Code of 1986, but such interest is
included in earnings and profits in computing the federal aternative minimum taxes imposed on certain corporations. The Notes
are not private activity bonds. Bond counsel is dso of the opinion that, under the laws of the State of Idaho, as enacted and
construed on the date hereof, interest on the Notes is excluded from gross income for purposes of income taxation by the State of
Idaho, to the extent that such interest is excluded from gross income for federal income tax purposes. Bond counsel expresses no
opinion regarding any other tax consequences relating to the ownership or disposition of, or the accrual or receipt of interest on,
the Notes. See "TAX EXEMPTION" herein.




OFFICIAL STATEMENT

$350,000,000
STATE OF IDAHO
TAX ANTICIPATION NOTES, SERIES 2002

INTRODUCTION

This Official Statement of the State of ldaho (the "State") presents certain information in
connection with the issuance of $350,000,000 aggregate principal amount of Tax Anticipation
Notes, Series 2002 (the "Notes"). None of the references to or summaries of the laws of the
State or of any documents referred to in this Official Statement purport to be complete, and al
such references are qualified in their entirety by reference to the compl ete provisions thereof.

THE NOTES
Description of the Notes

The Notes are being issued to fund the State's anticipated cash flow shortfalls during the fiscal

year ending June 30, 2003 (the "2003 fiscal year"). The proceeds of the sale of the Notes will be
deposited in the General Fund of the State (the "Genera Fund") and will be used to dleviate
temporary cash flow shortfalls and to finance the State's daily operations in anticipation of
certain tax revenues (the "General Tax Revenues") of the State to be collected during the fourth
quarter of the 2003 fiscal year ending June 30, 2003 (see “GENERAL TAX REVENUES").

General Tax Revenues consist primarily of Individual Income, Corporate Income Taxes, and
Sales Tax. The Notes are payable from and secured by: (i) an irrevocable pledge of so much of
the General Tax Revenues to be received during the fourth quarter of the 2003 fiscal year as may
be necessary to pay the principal of and interest on the Notes; (ii) the State Treasurer's covenant
to transfer, if necessary, any monies available (the "Borrowable Cash Resources' described
hereafter) to the Note Payment Account established for the payment of the Notes, in an amount
required to fully pay the principal of and interest on the Notes at maturity; and (iii) the solemn
pledge of the faith and credit of the State for the payment in full of the principal of and interest
on the Notes.

The Notes will be dated the date of delivery, and will mature June 30, 2003. The Noteswill bear
interest at 3.00% per annum, payable at maturity, calculated on the basis of a 30-day month, 360-
day year. The Depository Trust Company, New York, New York ("DTC"), will act as securities
depository for the Notes. The ownership of not more than two fully registered global Notes for
the entire aggregate principal amount of the Notes will be registered in the name of Cede & Co.
as nominee of DTC. The Notes are not subject to redemption prior to maturity. Principal of and
interest on the Notes will be payable at maturity by U.S. Bank National Association, Salt Lake
City, Utah, Paying Agent, to DTC or its nominee in lawful money of the United States for
distribution to the Participants, Indirect Participants and Beneficial Owners.



Book-Entry-Only System

The following information has been provided by DTC. The Sate makes no representation
regarding the accuracy or completeness thereof. Beneficial Owners should therefore confirm
the following with DTC or the Participants (as hereinafter defined).

The Depository Trust Company, (“DTC”), New York, New York, will act as securities
depository for the Notes. The Noteswill be initialy issued as fully-registered notes registered in
the name of Cede & Co. (DTC's partnership nominee) or such other name as may be requested
by an authorized representative of DTC. Initialy, not more than two fully-registered Note
certificates will be issued in the aggregate principal amount of the Notes and will be deposited
with DTC.

DTC, the world's largest depository, is a limited-purpose trust company organized under New
York Banking Law, a “banking organization” within the meaning of New Y ork Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New
York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934.

DTC holds and provides asset servicing for over two million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments from over 85
countries that DTC' s participants ("Direct Participants’) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between
Direct Participants accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC isawholly-
owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC, inturn, is
owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation,
and Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, aso
subsidiaries of DTCC), as well & by the New York Stock Exchange, Inc., the American Stock
Exchange, Inc., and the National Association of Securities Dealers, Inc. Access to the DTC
system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks and trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants’). DTC
has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on
file with the Securities and Exchange Commission. More information about DTC can be found
at www.dtcc.com.

Purchases of Notes under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Notes on DTC's records. The ownership interest of each
actual purchaser of each Note (“Beneficial Owner”) is in turn to be recorded on the Direct and
Indirect Participants records. Beneficial Owners will not receive written confirmation from
DTC of their purchase. Beneficid Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holding
from the Direct or Indirect Participant through which the Beneficia Owner entered into the
transaction. Transfers of ownership interest in the Notes are to be accomplished by entries made
on the books of Direct and Indirect Participants acting on behaf of Beneficia Owners.



Beneficial Ownrers will not receive certificates representing their ownership interest in Notes,
except in the event that use of the book-entry system for the Notes is discontinued.

To facilitate subsequent transfers, all Notes deposited by Direct Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co or such other name as may be
requested by an authorized representative of DTC. The deposit of Notes with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do ot effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds;
DTC s records reflect only the identity of the Direct Participants to whose accounts such Notes
are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Redemption notices shall be sent to DTC. If less than all of the Notes are being redeemed,
DTC' s practice isto determine by lot the amount of the interest of each Direct Participant in such
issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Notes unless authorized by a Direct Participant in accordance with DTC’'s Procedures.
Under its usua procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after
the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts the Notes are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the Notes will be made to Cede
& Co. or such other nominee as may be requested by an authorized representative of DTC.
DTC's practice is to credit Direct Participants accounts upon DTC's receipt of funds and
corresponding detail information from Issuer or Agent on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficia Owners
will be governed by standing instructions and customary practices, as is the case with notes held
for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility o such Participant and not of DTC (nor its nominee), issuer or agent, subject to
any statutory or regulatory requirements as may be in effect from time to time. Payment of
redemption proceeds, distributions, and dividend payments to Cede & Co. (or any other nominee
as may be requested by an authorized representative of DTC) is the responsibility of the Issuer or
Agent, disbursement of such payments to Direct Participants shall be the responsibility of DTC,
and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct
and Indirect Participants.

DTC may discontinue providing its services as note depository with respect to the Notes at any
time by giving reasonable notice to the Issuer or Agent. Under such circumstances, in the event
that a successor note depository is not obtained, Note certificates are required to be printed and
delivered. The Issuer may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor Note depository). In that event, Note certificates will be printed
and delivered.

With respect to Notes registered on the Note Register in the name of Cede & Co., as
nominee of DTC, the Issier or Agent shall have no responsibility or obligation to any
Participant or to any person on behalf of whom a Participant holdsan interest in the Notes
with respect to (i) the accuracy of therecords of DTC, Cede & Co., or_any Participant with
respect to any ownership interest in the Notes; (ii) the delivery to any Parficipant or any



otherecPerson other than a noteowner as shown on the Note Register, of any notice with
respect to the Notes, including any notice of redemption; (i) the ;I)\Iayment to an

Participant or any other person, other than a noteowner as shown on the Note Register, 0

any amount with respect to principal of, premium, if any, or interest on the Notes; (iv) the
selection by DTC or any Participant of any person to receive payment_in the event of a
partial redemption of thé Notes; (v anP/ consent given or action taken by DTC as registered
owner, or (vi) any other matter. The [ssuer or Agent may treat and consider Cede & Co.,
in whose name each Note is registered on the Note Register, as the holder and absolute
owner of such Note for the purpose of payment of principal and interest, for the purpose of
giving notices of redemption and other matters with respect to such Note, for the Purpose
of registering transfers with respect to such Note, and for all other purposes whatsoever.
For the purposes of this Official Statement, the term “Beneficial Owner” shall include the
person for whom the Participant acquires an interest in the Notes.

Authorization

The Notes are being issued pursuant to Article VI, Section 11, and Article Vi1, Section 1, of the
Congtitution of the State of Idaho (the "Constitution™), and Chapter 32, Title 63, of the Idaho
Code (the "Act"), and pursuant to a Resolution of the Board of Examiners of the State of Idaho
adopted on March 12, 2002, and a Plan of Financing approved by the Treasurer of the State of
Idaho.

The Act alows the State Treasurer, with approval of the State Board of Examiners, a
constitutionally established board comprised of the Governor, the Secretary of State and the
Attorney General, with the State Controller as ex officio Secretary (the "Board"), to borrow
monies in anticipation of General Tax Revenues in a principal sum not to exceed 75% of the
income or revenue from such taxes as the State reasonably anticipates to be collected during the
fiscal year. The Board has approved, by written resolution, adopted on March 12, 2002, such
borrowings during the 2003 fiscal year in an amount not to exceed $1,350,360,000. General Tax
Revenues anticipated to be collected during the 2003 fiscal year are expected to be not less than
$1,800,480,000 thereby imposing a limit of $1,350,360,000 on such borrowings for the 2003
fiscal year.

Pursuant to the Act, all Notes issued by the State must mature not later than the end of the then
current fiscal year. The State does not currently plan to issue additional External Notes during
the 2003 fiscal year, but reserves the right to do so (see "Internal and External Notes").

The Plan of Financing (see "Appendix B"), adopted by the State Treasurer, cals for the issuance
of $350,000,000 Series 2002 Notes in anticipation of the income and revenues from taxes to be
received during the fourth quarter of the 2003 fiscal year (April, May and June 2003). These
monies may include specific, ad valorem, excise, income, franchise or license revenues. The
State anticipates receiving a total of $644,753,000 in the fourth quarter of the 2003 fiscal year.
The $350,000,000 in Notes to be issued is equal to 54.3% of anticipated 2003 fiscal year fourth
guarter revenues and is within the 75% issuance test as set forth in the Act. Set forth in Table 1
is a description of the specific revenue and amounts that the State estimates will be received in
the fourth quarter of the 2003 fiscal year (see "Security and Source of Payment"). The revenues
anticipated for the 2003 fiscal year are shown on a monthly basisin Table 4 and on a quarterly
basisin Table 5.



Use of Proceeds

Timing differences between revenue collections and disbursements have caused the State to
engage in interfund borrowing to fund General Fund expenditures (see "Internal and External
Notes"). The State Treasurer has determined to issue the Notes to meet the anticipated cash flow
requirements for the 2003 fiscal year resulting from the imbalance in timing between receipts
and expenditures.

The State's major General Fund revenue sources include individual income tax, sales tax and
corporate income tax. Together, these three categories comprise 93.02% of total General Fund
revenues. General Fund revenues are received in relatively uneven amounts throughout the
fiscal year because of various factors regarding the timing of individual income tax collections
and refunds, large sales tax receipts in January as a result of holiday shopping, and quarterly
collections of corporate income tax. As aresult, the State anticipates that it will receive 44.50%
of Genera Fund revenues in the first six months of the 2003 fisca year. However,
disbursements during the same period account for 57.51% of total expenditures.

The State's single largest item of expenditureis for public school aid which totals $920.0 million,
or approximately 46.70% of spending. The school aid payments are disbursed in eight payments,
four of which occur in the first five months of the fiscal year for a total of $533.9 million, or
58.03% of total school aid payments. These payments are made directly to the school districts
and in the 2003 fiscal year are currently scheduled as follows:

Amount
July 2002 $56,657,200
August 2002 159,158,560
October 2002 159,158,560
November 2002 158,908,560
December 2002 33,900,000
January 2003 250,000
February 2003 158,908,560
May 2003 159,158,560
June 2003 33,900,000
TOTAL $920,000,000

Health and Welfare expenditures, the second largest single expenditure item, totals $359.6
million, or 18.26% of the budget. The third largest expenditure item is aid to higher education,
for atotal of $213.6 million which is 10.84% of the total 2003 fiscal year budget (see Table 9 -
Genera Fund Summary of the 2003 Fiscal Y ear Budget).

Proceeds received by the State from the sale of the Notes will be deposited in the General Fund
and used to meet expenses required to be paid from the General Fund during the 2003 fiscal year.

The State has covenanted to comply with the provisions of the Internal Revenue Code of 1986
(the "Code") which are necessary for interest paid on the Notes to be excluded from gross
income for purposes of federal income taxation. The State has projected that the cumulative cash
flow deficit to be financed by the Notes will exceed 90% of the proceeds of the Notes within six
months of the date of the Notes. In the event that the gross proceeds of the Notes are not



expended (within the meaning of Section 148(f)(4)(B) of the Code) within six months of the date
of issuance of the Notes, the State will cause to be rebated to the United States an amount equal
to the excess earnings on all non-purpose investments over the amount which would have been
earned if such nonpurpose investments were invested at a rate equal to the yield on the Notes,
plus any income attributable to such excess.

Security and Sour ces of Payment

Each Note when duly issued and paid for will constitute a valid and binding obligation of the
State of Idaho. The faith and credit of the State of 1daho are solemnly pledged for the payment
of the Notes.

There is established in the "Tax Anticipation Note Redemption Fund" created by Section 63-
3203, Idaho Code, a special fund and account known as the "Tax Anticipation Notes, Series
2002, Note Payment Account” (the "Note Payment Account"). The Note Payment Account shall
be held and invested at the direction of the State Treasurer by U.S. Bank National Association,
Salt Lake City, Utah, as escrow agent (the "Escrow Agent"), pursuant to the provisions of an
escrow agreement. Monies in the Note Payment Account will be invested in direct obligations of
the Federal Government and in certain fully collateralized investments permitted under Section
67-1210, Idaho Code. The Treasurer has covenanted to invest all monies in the Note Payment
Account in securities that mature no later than June 30, 2003. The Treasurer aso has covenanted
not to invest monies in the Note Payment Account in debt obligations of the State, its political
subdivisions, or taxing districts or authorities.

In accordance with the Act, the Notes are payable from pledged fourth quarter tax revenues and,
to the extent necessary, from other borrowable resources of the State. All income and revenues
from the taxes collected during the fourth quarter of the 2003 fiscal year (April, May and June
2003) shall be deposited into the Note Payment Account as received until the monies therein
together with investment earnings earned or to be earned thereon shall be sufficient to pay
principal of and interest on the Notes at maturity (see "Table 4 - State of 1daho Projected General
Fund Cash Flow for the Fiscal Year Ending June 30, 2003" and "General Tax Revenues'). The
State Treasurer may, but is not required to by the Plan of Financing, deposit any income and
revenues from taxes received prior to the fourth quarter of the 2003 fiscal year into the Note
Payment Account, and any monies so deposited into the Note Payment Account are irrevocably
appropriated and set aside solely for payment of principal of and interest on the Notes. The State
has projected the receipt of the following revenues to pay principa of and interest on the Notes.

(This space intentionally left blank)



TABLE 1
Estimated Fourth Quarter Revenues By Sour ce
For the Fiscal Year Ending June 30, 2003
(000's omitted)

Fourth Quarter Revenues

APRIL MAY JUNE TOTAL

Individual Income Tax $241,468 $60,242 $87,172 $388,882
Corporate Income Tax 18,774 5,850 2,935 27,559
Sales Tax 56,157 55,132 60,802 172,091
Product Taxes 1,664 1,648 1,787 5,099
Miscellaneous Revenues 2,331 3,524 45,267 51,122
Non-Revenue Receipts -- -- -- --

Total Tax Revenues $320,394 $126,396  $197,963 $644,753

The State Treasurer has covenanted that, in the event there are not on deposit in the Note
Payment Account on or before June 30, 2003, tax revenues, together with investment earnings
thereon, fully sufficient to pay the principal of and interest on the Notes at maturity, then the
State Treasurer will borrow from other funds under the control of the State Treasurer (see
"Borrowable Cash Resources"), subject to the requirement that such amounts be repaid when
General Fund monies are available or take any or al other legally available actions to cause to be
deposited in the Note Payment Account amounts sufficient to pay the principal of and interest on
the Notes at maturity. The FY 2003 fourth quarter revenues of $644.8 million provide 1.84 to 1
coverage for the Notes. Borrowable Cash Resources of $1.534 hillion provide 4.38 to 1 in
additional coverage for the Notes.

Borrowable Cash Resour ces

The State Treasurer, pursuant to Section 67-1212, Idaho Code, is authorized to engage in short-
term borrowings from cash balances in other funds in the State Treasury as identified in Table 7
to meet cash flow shortfallsin the General Fund, subject to the requirement that such amounts be
repaid when General Fund monies are available. In the 2003 fiscal year, cash balances in the
various funds maintained in the State Treasury are estimated to be $1.534 billion at June 30,
2003. Set forth in Tables 6 and 7 are the actua internal cash borrowing resources available to
the State Treasurer for the 1998-2002 (estimated for April, May and June, 2002) fiscal years and
the estimated internal cash borrowing resources available for the 2003 fiscal year.

In prior years, the balance available at year-end in other funds controlled by the State Treasurer
has been: estimated 2002 fiscal year 1,711.8 million; 2001 fiscal year $1,754.1 million; 2000
fiscal year $1,416.4 million; 1999 fiscal year $1,466.8 million; and 1998 fiscal year $1,250.7
million.



Authorized I nvestments

State law and the Treasurer's Investment Policy require that Note proceeds be invested in direct
obligations of the Federal Government, FDIC insured certificates of deposit from banks located
in the State, collateralized repurchase agreements or other investment instruments as specified in
Section 67-1210 of the Idaho Code.

The average maturity of the State's investment portfolio was 447 days at April 9, 2002.

I nternal and External Notes

If the General Fund cash flow shortages exist for more than 30 days, the State Treasurer issues a
tax anticipation note to correct the shortfall. The State Treasurer has issued internal tax
anticipation notes which are notes issued by the General Fund to borrow monies from other
available State funds or accounts, and which are subject to the requirement that such amounts be
repaid when General Fund monies are available. In each Fiscal Year from 1996 through 1999
the State issued one or two Internal Notes. These Notes were outstanding for periods of 12-66
days. They were al repaid by June 30 of the respective years. No internal notes were issued in
Fisca Years 2000 and 2001. For Fiscal Year 2002 the State issued an Internal Note for
$80,000,000 on March 22, 2002. The State does not anticipate issuing any further Internal Notes
for Fiscal Year 2002. The 2002 Internal Note will be repaid by June 30, 2002. In the past ten
fiscal years the State Treasurer has issued External Tax Anticipation Notes (the “Externa
Notes’) which were sold in the open market. Table 2 sets forth the External Notes issued by the
State Treasurer for the past ten fiscal years.

TABLE 2
STATE OF IDAHO
EXTERNAL NOTES

Fiscal Years 1992-2001

EXTERNAL

FISCAL YEAR NOTES
1992 $160,000,000
1993 170,000,000
1994 180,000,000
1995 200,000,000
1996 220,000,000
1997 300,000,000
1998 300,000,000
1999 300,000,000
2000 200,000,000
2001 250,000,000

Source: 1daho State Treasurer



General Fund Cash Flow

The tables set forth on the following pages present the actual to-date and projected cash flow of
the Genera Fund for May and June of the 2002 fiscal year and the projected cash flow for the
2003 fiscal year by major categories of receipts and disbursements. The 2003 fiscal year cash
flow table evidences that all proceeds of the Notes are expected to have been expended within
six months of their receipt. The cash flow tables should be read in conjunction with other
information concerning the 2003 fiscal year budget. Certain assumptions regarding the 2003
fiscal year cash flow statements are set forth below and on the page following Table 4 (see
"Assumptions Underlying The Monthly Allocation of 2003 Fisca Year General Fund
Disbursements”).

Series 2001 Notes

The State issued $250 million in Tax Anticipation Notes, Series 2001 (the "2001 Notes"), on
July 2, 2001, which mature on June 28, 2002.

The 2001 Notes were issued in anticipation of the income and revenues and taxes to be received
by the General Fund during the fourth quarter of the 2002 fiscal year. In accordance with the
Act, all income and revenues from the taxes collected during the fourth quarter of the 2002 fiscal
year shal be deposited into the Note Payment Account as received until the monies therein
together with investment earnings shall be sufficient to pay principal and interest on the Notes at
maturity.

Sufficient monies to redeem the Series 2001 Notes with full payment of interest at maturity have
been deposited into the Note Payment Account held by the Escrow Agent. The State Treasurer
deposited into the Note Payment Account by April 24, 2001, a total of $259,270,833. These
monies will be transferred to the paying agent on June 28, 2002, for payment of the Series 2001
Notes.

Fiscal Year 2003 Cash Flow Deficit

The 2003 fiscal year Genera Fund cash flow (before borrowing) is estimated to have a negative
balance at the end of the months of October through March and May with the November month
end cash deficit estimated to be $297,761,000. (See Table 4 -"Genera Fund Cash Flow.")

However, each month's mid-month cash deficit is estimated to be greater than the end-of-the-
month deficit balance. This situation occurs because only approximately 20% of the month's
revenues are received during the first two weeks while, on average, 80% of the month's
expenditures occur during the same period. The magjority of taxes are received during the second
half of the month because of statutorily established dates for tax payments. A primary factor in
the heavy percentage of first half expenditures are the required dates for General Fund transfers
to the public schools. The mid-month deficit projected for November for the 2003 fiscal year is
$368,471,000 occurring on November 15, 2002.



TABLE 1
STATE OF IDAHD
WEAR TO DATE ACTUALS

FOR THE FISCAL YEAR EMDSHNG JUME 30, 002
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H B, 5 Hazardous VWeant Ememercy Fund
HB. 70 Capitol Endesimias Furd
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ACTUAL ACTUAL ACTUAL ACTUAL ACTLRAL ACTLAAL ACTIAAL BCTUAL ACTUAL ACTUEL ACTUAL PR NTO CUMULATIVE
JUL ALES SEPT T RO DEC JAH FEB AR EFR MY JUHE ACTUALS
BEG. CASH BAL. BEFORE BORROWING 196,228 146,268 (7800} wTM (OL5TH) {233,536} {208,505} 1321104 (260, 208} (231, 390§ {23.436) {140, 385) 196,226
RECEIFTS:
Revenues:
Insdreidial Ineome Tax w 56.133 52807 58,687 51,897 TOO8E BaTIE 52576 52,741 175.748 52185 114,830 633,508
Caorparate Income Tax gl 18.223 BBAT 2308 2,977 170 (E 15054 xn 14138 az.137
Sales Tax [ 56,168 67837 57047 53,786 52,600 82 BEE A5 286 A 916 53,857 53,107 57882 B5T. 362
Product Taxes 1.814 1817 2014 1.657 1872 1612 1,671 1,881 1,565 1,684 1.708 1.807 20,820
Miscelanecus Revanses 104078 4163 11272 5369 250 8547 2,902 4 543 8163 LAn ER T 48,000 111 556
TOTAL REVENUES 430,707 120,184 142,254 120578 112198 143,774 164,047 105,962 117,712 240,098 113404 236005 1.765.581
Transfers to Seneral Fund ( One Time) | ] 1,360 41 50 10 000 x4
Hon-Revenue Receipts 569 a7 3ra ™ 3488 =1 | G35 TG 557 370 T8 256 TATE
TAM - Interest |afteat Int Exqpl Q k) 24 ITe 24 i 1,758 4,342 78 534 124 1.986 82T
TOTAL REVENUE'RECEIFTS 11,277 120.705 1426847 130635 112877 144,678 A6 410 111,349 119,645 4.4 114,254 249077 1,835,001
DISBURSEMENTS:
Espendiiures:
Persanned Costs ] 48878 35484 i8.0aT 312,046 32T 11,745 31,757 45 635 322 26,768 26,768 412 623
Crperating Costs 18,885 15.148 10,764 11.631 12,6841 B854 10,380 8,186 8,808 B.BET B.TE2 10,822 132865
Capital Calay 5018 240 1772 1.850 1,278 1,81 13 1,032 1,083 14748 1423 2413 22705
Trustee & Benefi Payments 1923 10,728 16,830 B.845 T.552 T.B54 12,067 4434 5.048 G156 5420 & BEE 10141
Cp. Tranfers - Pub Sch .09 136,844 = 196.696 165,46 3,750 - 164,946 1,000 - 142822 31,750 BB 844
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TOTAL EXPEMDMTURES 480,987 IT4.326 46442 261.084 251,840 119,184 28, 30 218,787 S0.082 83,239 T2_258 01954 1.990.654
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TAN - |nberest Expense a 1 q o L o o o a q 8271 o 3271
TOTAL DISBURSEMENTS 481,235 274782 a7 114 261.937 252835 119,738 a8, 924 230,447 90,827 B3 488 208 91563 2 (F6.098
END. CASH BAL. BEFORE EORROWING 1446 263 (T a0E 3T 183.578) (233.536) {208.585) {132,110 (260, 2080 (231,380} (23.435) (140.355) 15130 15128
BES. AFTER-BORROWING BAL 186,225 396 268 24210 BT 724 156,421 16,464 41,4406 117,880 (60,208) 17.651 G, 564 {60,385 196,226
BORRCWING:
Internal Hotes 80,000 180,000} =
Esternal Motes.
Hecept 254,000 250,000
{ Repaymsn} (40,000 (40,9593 (1EG041) 250000
TOTAL NET BORROANING 250.000 (40,0000 30,041 (1as 0413 {B0.000 1
HET RECEIPTS CWVER (UNDER) D4SE. (49,958, (154.077) 45,533 (131.302) (139,857} 24,041 75,485 1128,008) 28,819 207,054 CE16.849) 155.514 (181,067
EMD. AFTER-BORROWING CASH BAL 1s6, 268 FErR Ll 281.724 156,42 16,464 4,408 197 590 (50,208} A7, 689 56,564 G0 385) 15.129 15129

Source: Division of Financial Management
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TABLE 4

PROJECTED PROJECTED PROJECTED PROJECTED PROJECTED

PROJECTED PROJECTED
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FOR THE FISCAL YEAR EMNDING JU8

(30’ Omitted)
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JAN FEE AR AFR MAY JURE TOTALS
JUIL MG SEPT QCT MDA DEC
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EMD. AFTER-BORROWING CASH BAL 354,273 216,360 273886 160,844 52,238 103564 182,931 75080 124,608 48,072 {85.000) * 3188 EREL
' The projected mid-month deficit tor the 20403 fiscal year k= $ 368,471 on November 15, 2002
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ASSUMPTIONS UNDERLYING THE MONTHLY ALLOCATION OF 2003 FISCAL
YEAR GENERAL FUND DISBURSEMENTS

The 2003 fiscal year General Fund disbursements as shown on Table 4 are classified as
Personnel Costs, Operating Costs, Capital Outlay, Trustee & Benefit Payments, Operating
Transfers - Public Schools and Operating Transfers - All Other. The total amount allocated to
each classification was determined by consolidating all the 2003 fiscal year appropriations.
Once the total classifications were determined, the monthly allocations were made in the
following manner:

Personnel Costs

The total personnel cost appropriation was based on the average of the five
previous fiscal years with those months with three paydays assigned to the month
in which those pay dates fell.

Operating Costs, Capital Outlay, Trustee and Benefit Payments
These costs were alocated on the basis of the average of the five previous fiscal
years monthly expenditure pattern.

Operating Transfers - Public Schools
Public School aid payments were allocated to the months in which the payments
are to be made per 1daho Code (see "Use of Proceeds").

Operating Transfers- All Other
The agencies receiving authority to transfer funds from the General Fund were
consulted as to timing of transfers.

I nterest Expense on Tax Anticipation Notes

Since the decision to issue or not to issue tax anticipation notes (TANS) is made subsequent to
the legidative session, legidative revenue estimates do not include interest earnings on unused
TAN proceeds, nor do expenditure estimates include the related interest expense. Asindicated in
Table 3, interest expense on the Series 2001 Notes was $9,270,833. Interest expense on the
Series 2002 Notes is estimated to be $8,750,000. However, since the 2003 fiscal year legidative
revenue estimate does not include a provision for interest earnings on the Notes, TAN interest
revenues and expenses have been netted to zero on Table 4.

The estimates of amounts and timing for receipts and disbursements for the 2003 fiscal year cash
flow statement are based on certain assumptions and should not be construed as statements of
fact. The assumptions are based on present circumstances and currently available information
and are believed to be reasonable. The assumptions may be affected by numerous factors and
there can be no assurance that such estimates will be achieved.

12



TABLES

STATE OF IDAHO
CASH FLOW SUMMARY BY QUARTER
For the Fiscal Year Ending June 30, 2003

($000's Omitted)
1st Qitr. 2nd Qtr. 3rd Qtr. dth Qtr. Total
BEGINNING CASH BALANCE $ 15129  $273,886  $103,564  $121,699 $ 15,129
REVENUES
Individual Income Tax $172,749  $199478  $236,282  $388,882 $ 997,301
Corporate Income Tax 26,947 31,851 15,564 27,559 101,921
Sales Tax 178.239 171,749 161,092 172,091 683,171
Product Taxes 5.404 5,011 4,661 5,099 20,175
Miscellaneous Revenues 19,972 16,673 14,330 51,122 102,097
TOTAL REVENUES $403,311  $424,762  $431,929  $644.753  $1,904,755
Non-revenue Receipts 43,200 - 6,000 4,000 53,200
TOTAL REVENUE/RECEIPTS $446,511  $424,762  $437,929  $648,753  $1,957,955
DISBURSERENTS
Expenditures:
Personnel Costs $120,678  $103,999  $117,134 $95,742 $437 553
Operating Expense 36,426 34,542 30,841 27 441 129,250
Capital Qutlay 958 675 394 812 2,839
Trustee & Benefit Payments 32,772 18,344 14,341 15,131 80,588
Operating Transfers-Pub Sch 215,816 351,968 159,158 193,058 920,000
Operating Transfers-All Other 131,104 85,956 97,926 85,080 399,666

TOTAL APPROPRIATED EXPENDITURES ~ §537.754  $595,084  $419.794  $417.264  §1,969,896

Non-operating

Disbursements 0 0 0 0 0
Net Interest ReviExp 0 0 0 0 0
on TAN
TOTAL DISBURSEMENTS $537.754  $595,084  $419,794  $417.264  $1,969,896
TAX ANTICIPATION NOTES:
Receipt 350,000 350,000
Repayment (350,000) (350,000)
ENDING CASH BALANCE $273.886  $103,564  $121,699 $3,188 $3,188

Source: Division of Financial Management
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TABLE 6

STATE OF IDAHO
INTERNAL CASH BORROWING RESCURCES
FISCAL YEARS - 1996-2003
{$300°s Dmitted|
JuL AUG  SEPT  oCT MOV DEC SN FEB MR PR ay AN

Fy-158F Achual 1161548 1257633 1052458 10180853 1235706 1242607 1314288 1433784 136555 1332210 1,355.283  1.250.TiM
Fy-195% Actual 1261008 1360556 1,162746 01303871 1068331 1433744  1.4TBA4T 1645676 1607544 1SIZ6IT 15300838 1466612
Fy-210) Achual T4d54dd 1513602 1288525 1433239 1513383 151215 1560710 1686156 15B6.562 1523625 156823 1416440
|FY-2000 Betual TAORE49 1471807 145545 1426416 1450448 1477378 1536000 168053 1665790 1E15503  1GET.O41 0754060
|FY-2002 Actual TATS 140 1 TIB311  14TATE0  véRd 740 1TE2500 1902533 1800480 200472 1861137 1TeS004 165R0TY  TUTI
F'f-2003 Eslimated 1406573 1480500 1232826 1451606 1536251  17H0O04  1ETAAST  1T9EM 16B1180 1607432 150253 153355
Hote; May and June are estmated for 2002

Sutace. Dirbi s 2 Pt b i gasert

(This space intentionally left blank)
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TABLE 7

STATE OF IDAHO
ESTIMATED AVAILABLE CASH BORROWING RESOURCES
FISCAL YEAR 2003

{$000's O mifted)
JUL AUG SEPT QcT HOV DEC JAH MAR APR AN JUHE
HNOH-INTEREST BEARING
Lattery 2742 3,352 3.785 5.543 6340 11175 9852 10752 11,941 13867 15254 16779
Co-Op Welfare 15,066 21,110 14,558 16,427 58,222 28,677 15,878 33,328 32,568 35,850 6,625 4,535
Co-Op DEQ 4,300 3.262 2775 4732 3.103 3,740 3.796 2,99 2,053 2,382 1,620 2,781
Permanent Buding (1,808 11808 11808 11908 11,808 11,806 11808 11,908 11,908 11,808 20798 22,878
Tax Commission Refunds 9,686 5082 20088 28805 27018 41881 60272 48364 23817 24567 66,368 1,538
Circuit Breaker/Sales Tax 10,845 20998 21 444 13876 26,728 28.2r5 11,073 19,825 23,838 13,717 28 687 27411
Department of Lands 12200 11823 11423 11572  11.5M 10941 11850 11340 11506 11,304 11950 11877
State Regulatory Agency Accts 20188 26063 26137 25602 27300 28204 28144 209662 30285 20,861 33251 32235
Water Poliution Control 2425 2247 2593 2.924 478 814 1132 1472 1,503 2122 4,748 5174
Endowments 33748 28993 28663 21102 18732 13864 123N 9,235 5,517 5,289 7.210 4,082
Public school Income 1,908 1.080 2,102 2,211 2,350 2576 2780 2914 3,023 3,050 1710 1,769
All Other Mon Interest Bearing Funds 3,061 1171 1.283 1.239 1438 1434 3574 1,660 1,570 1,613 8,616 217
TOTAL NOW-INTEREST BEARING 137.073 142889 156798 145942 175147 180,655 197589 184,454 164938  156.040 208837  131.977
INTEREST BEARING
Unemgioyment Clearing 51,619 51453 58362 58,805 62507  B4800  G7.600 G561 42411 51810 56781 82450
Group Insurance #5205  B5567  BG595  B0058 04031 02200 95414  O744B 95415 99438 (05405 106459
State Highway Accounts 47287 40137 30881 30030 29066 29437 455 52021 25935 30886 45604 49847
Budget Reserve 18084 18084 18084 18084 18084 18084 18084 18084 18,084 18084 16084 18,084
Rizk Management 53,240 53000 E3.080 5B.051 58.051 B3.0M3 63013 53,000 53,000 53,040 531,000 53 240
Idaho Milennim Fund 16000 16145 16290 16435 16580 16725 16870  17TM5 17,060 17,355 17500  17.845
Public School Income 1,780 2693 (163311)  3.963 4,530 4403 4572 1,274 1,708 1,874 1,670 3,840
Land Imgrovement 73,088 75833  TI.708 BT.095  BT.764  BOSI6 93071 98020 98183 100,140 102,143 104,188
Liquar Contral 4,784 5846 6717 5032 5 742 7.370 7468 8410 3,7 €731 &,259 334
Petroleum Price 5,524 5464 5035 5,520 5,458 5,536 5506 5,678 5,764 5838 5755 5,658
Interagency Eling Accounts 3,022 4369 4343 3,032 4,201 3,758 4402 5,408 4,320 4880 5418 4,091
Joint Exercise of Powers 95,204  O6T640  BEO6T4 911826 966,181 1,166,979 1,056,860 1205494 1.137.991 1056065 658,774 989,214
Catastrophic Health Care 11,537 10408 10,275 BG04 7.263 G674 5. 984 4 915 4,762 3,569 31,587 2,658
All Cther Interest Bearing funds 3,061 1171 1.283 1.238 1438 1434 8574 1,860 1,570 1,613 8616 o7
TOTAL INTEREST BEARING 1260500 1337691 1,076.028 1,305.754 1961104 1570058 1478762 1611780 1516255 1451303 1293687 1401578

TOTAL INTERMAL CASH BORROWING 1406573 1480580 1232826 1451696 1536251 1,750.814 1676351 1798244 1.631,191 1607432 1502524 1.533,555
RESOURCES

Emwes: Draion af Frareid Meragorank
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UNOBLIGATED CASH BALANCE

The General Fund unobligated cash balance for the past ten years is listed below. These figures
represent the ending cash balance less encumbrances.

Fiscal Unobligated
Year Cash Balance
1993 $ 10,880,000
1994 36,752,460
1995 2,925,985
1996 11,697,800
1997 13,346,000
1998 35,640,563
1999 46,555,079
2000 179,524,220
2001 178,460,257
2002 (estimated) 8,629,000

Source:  Legidative Auditor's General Fund Review for 1993 fiscal years. Division of Financia Management 1994 - 2002 fiscal
years.

STATE FINANCES

Statewide Accounting Policies and Pr actices

The Statewide Accounting and Reporting System (STARY) is an accounting, financial reporting
and budgetary control system and is the accounting system of record for the State of 1daho. The
State maintains records on a budgetary (cash) basis during the fisca year and records
adjustments for financial reporting purposes at fiscal year end. Starting with fiscal year 1996,
the State has issued a comprehensive annual financial report in conformance with generally
accepted accounting principles as defined by the Government Accounting Standards Board.
Each of these reports has received an unqualified audit opinion from the State's auditors. The
State of Idaho Comprehensive Annual Report can be viewed at www.sco.state.id.us. The
comprehensive annual financial reports in years 1997 through 2000 received the Certificate of
Achievement for Excellence in Financial Reporting from the Government Finance Officers
Association. The certificate for the 2001 report is currently pending evaluation

State Financial Administration

The State Controller is responsible for maintaining the uniform Statewide Accounting and
Reporting System (STARS). This system records the budgetary and financial transactions of the
State for the General Fund and all other funds maintained by the State Treasury.

The State Treasurer is responsible for the receiving and disbursement of all State monies,
management of all bank accounts and investments of surplus cash. Some funds are invested
separately and the remaining cash balances are combined for investment purposes. All interest
earned is credited to the General Fund unless otherwise required by law.
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Revenue Projection Process

Since 1993 (FY 1994), the Legidature has not produced its own revenue forecast. However, a
joint legislative economic outlook committee meets at the beginning of the legidlative session to
review the executive revenue forecast and advise legidative leadership concerning the viability
of that forecast. In each of the last four years the joint legislative economic outlook committee
has endorsed the executive revenue forecast.

During the interim period between legidlative sessons, monthly cash receipts are tracked. A
revenue monitoring group composed of representatives of the State Treasurer, Legidative
Services (two representatives, one from Legidative Audits and one from Legidative Budget and
Policy Analysis), the State Controller, the State Tax Commission and the Division of Financial
Management reviews actual receipts and projections on a monthly basis. Legidative leaders are
kept informed of trends and prospects by the Legisative Budget and Policy Analysis Section.

The Legislature and Governor of the State have a constitutional responsibility for achieving a
balanced budget. Therefore, revenue projection revisions in the interim period, between
legislative sessions, may lead to reductions of spending authority.

Executive Revenue For ecasts

The Executive branch forecasts General Fund revenues for use in the development of the
Executive Budget and for management of current year fiscal operations. Official Executive
Revenue Forecasts are released two times each year and monthly revenues are monitored year-
round on an onrgoing basis. The semiannual forecast update cycle results in three separate
executive revenue forecasts for each fiscal year. The first occurs in January, six months before
the start of the fiscal year in question. The second isin July, at the beginning of the fiscal year in
guestion. The third, and final, forecast is in January at the midpoint through the fiscal year in
question.

IDAHO MILLENNIUM FUND

During the legislative 2000 session, the Idaho Legislature amended Title 67 of the Idaho Code by
adding Chapter 18 relating to the Idaho Millennium Fund. This legidation has established an
endowment fund to receive, invest, and disburse funds that the State of Idaho is receiving as a
result of the master settlement agreement reached with tobacco companies. On March 31, 2002
the market value in this fund was $53,072,007.

The new legislation preserves the long-term capital value of these funds through a 5% annual
distribution rule, ensuring that the State will never be left short of funds if future tobacco
settlement payments, for unforeseen reasons, cease to be paid. The purpose of the legislation
was not to define the program beneficiaries. Programs funded by distributions from the Idaho
Millennium Fund are to be determined through the normal legidlative appropriations process.
The State Treasurer has been granted the authority to invest the Idaho Millennium Fund assets
according to the standards of the Idaho uniform prudent investor act (Chapter 5, Title 68, 1daho
Code).
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RECENT FINANCIAL INFORMATION REGARDING THE STATE

Fiscal Year 2003

The total amount of General Funds forecasted to be available in FY 2003 is $1,973,003,800. This
consists of $14,415,700 in beginning balance, $1,944,160,000 in origina projected revenues,
plus $53,200,000 in transfers from other funds, less a base reduction of $36,300,000 due to
shortfals in early 2002, less $2,471,900 in net revenue adjustments that result from 8 law
changes that were enacted during the 2001 legidlative session.

The original revenue forecast for FY 2003 is $120.0 million (6.6 percent) above FY 2002. This
forecast was produced in December 2001 and reflects significant one-time revenue reductions in
FY 2002 due to expiring tax cuts (-$10.76 nillion) and refunds of over-withholding that were
collected in FY 2001 (-$24.5 million). Absent these extraordinary elements of the FY 2002
revenue forecast, the “normalized” revenue growth forecast for FY 2003 is $84.5 million, a 4.3
percent growth rate over FY 2002.

The largest category of the revenue growth forecast for FY 2003 is the individual income tax.
After a projected decline of 8.2 percent in FY 2002, the individual income tax is expected to
grow 8.8 percent in FY 2003 to $1,022.8 million. The gowth rates for both FY 2002 and FY
2003 are distorted by a combination of tax law changes and one-time factors. Details of the
impacts for FY 2002 are in the next section, but the net effect is normalized FY 2002 individual
income tax growth has been forecast at 2.4 percent over FY 2001. Likewise, normalized FY
2003 individual income tax growth is forecast at 4.8 percent. The difference between the
normalized FY 2003 forecast of 4.8 percent growth and the actual forecast of 8.8 percent growth
is due to @) $24.5 million in withholding refunds in the actual FY 2002 forecast that is not in the
normalized FY 2002 forecast, and b) tax law change impacts of -$83.65 millionin FY 2002 and -
$76.2 million in FY 2003, a net gain of $7.45 million that is not in the normalized forecast for
FY 2003.

Several actions during the 2002 legidlative session also impacted the FY 2003 individual income
tax forecast. HB 663 (tax credit for kinderhaven donations) is estimated to reduce revenue by
$8,500. HB 492 (Internal Revenue Code compliance) is estimated to reduce revenue by $3.1
million. Finaly, the individual income tax share of the base reductions due to revenue weakness
in December 2001 and January 2002 is $22.3 million. Combined, these three actions reduce the
adjusted FY 2003 individual income tax forecast to $997.4 million, a 6.1% increase over FY
2002.

The corporate income tax is forecast to grow by $18.8 million (20.1 percent) to $112.2 million in
FY 2003, from $93.4 million in FY 2002. By comparison, FY 2002 corporate income tax is
expected to decline by $48.1 million, a 34.0% drop. These figures are not normalized. On a
normalized basis FY 2002 growth is forecast to decline 18.8 percent, and FY 2003 is forecast to
grow by 13.5 percent. The difference between the actual forecast and the normalized forecast is
the normalized forecast does not subtract $21.495 million in FY 2002 and $18.185 million in FY
2003. These subtractions are the net revenue losses associated with tax relief enacted in the 2001
legidlative session.

The actual FY 2003 corporate income tax forecast is aso impacted by the revenue base
adjustment (in the amount of a $10.3 million reduction) due to weakness in December 2001 and
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January 2002. The net result is an adjusted FY 2003 corporate income tax forecast of $101.9
million, a9.1 percent increase over FY 2002.

The sales tax forecast is for an increase of $26.3 million (4.0 percent) to $685.7 million in FY
2003. No material normalization adjustments apply to the sales tax. However, four bills granting
sales tax exemptions were enacted in the 2002 legislative session with a combined revenue
reduction estimate (in FY 2003) of $189,400. Also, the sales tax share of the December
2001/January 2002 revenue base adjustment is a reduction of $2.3 million. The net result is an
adjusted FY 2003 sales tax revenue forecast of $683.2 million, a 3.6 percent increase over FY
2002.

General Fund revenues from the product taxes are forecast to fall by $0.46 million (2.2 percent)
in FY 2003. The product taxes are tied to unit sales, and the reduction is due to declining
cigarette consumption. There are no law changes that impact the product taxes.

Miscellaneous revenues were originally projected to fall by $7.29 million (6.6 percent) in FY
2003 due to a combination of lower interest earnings and reduced transfers. Several actions of
the 2002 legidlative session increase this dlightly to a decline of $7.76 million (7.0 percent).

Expenditures authorized for FY 2003 consist of $1,892,068,100 in base spending plus
$75,827,300 in adjustments and enhancements. An ending balance of $5,108,400 is anticipated.

Agency enhancements totaled $21.6 million in FY 2003. The majority of these enhancements
($17.4 million) went to education. Public Schools received $12.2 million, the Office of the State
Board of Education received $3.5 million, and Special Programs received $1.6 million.

State departments received the remaining $4.2 million for enhancements. Of this, $3.7 million
went to Adult Corrections.

Besides enhancements, Public Schools aso received $13.0 million in maintenance increases.
These cover enrollment increases, inflation, employee compensation, etc.

There were no State department employee salary increases in FY 2003. State department
replacement capital outlays are $0.7 million, annualizations are $1.6 million, inflation increases
are $7.9 million, and personnel benefit increases are $2.7 million in FY 2003.

Fund shifts totaled $1.5 million in FY 2003. Finaly, State department nonstandard adjustments
totaled $26.9 million in FY 2003. These are maintenance of current operations items associated
with enrollment increases, caseload increases, etc. $22.7 million of FY 2003 nonstandard
adjustments were in Health & Welfare, primarily for Medicaid increases. The Department of
Corrections received a $1.4 million nonstandard adjustment, Colleges & Universities received
$1.4 million, and Professional-Technical Education received $1.6 million. All other nonstandard
adjustments were for less than half amillion dollars.

Fiscal Year 2002

Total General Funds projected to be available in FY 2002 are $2,007,335,500. This consists of a
$184,817,100 beginning balance, plus $1,824,160,000 in projected revenues, plus $42,086,200 in
transfers from other funds, less $7,358,300 in transfers out of the General Fund, less $69,500 in
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sales tax-related legidation, less an estimated revenue reduction of $36,300,000 to reflect
collection weakness in December 2001/January 2002.

General Fund expenditures are currently projected to total $1,992,919,800%. This consists of
$2,044,295,100 in original appropriations, plus $6,452,400 in prior year reappropriations, less
$57,827,700 in net supplementals. The projected ending balance is $14,415,700.

The current FY 2002 base revenue forecast of $1,824.2 million is $218.3 million lower than the
original executive revenue forecast of $2,042.5 million made in December 2000. $123.7 million
of this reduction is due to law changes. The remainder ($94.6 million) is due to downward
forecast revisions.

The individual income tax accounts for the majority of the downward revision to the FY 2002
revenue forecast. The individual income tax has been revised downward by $156.5 million (14.2
percent) to $940.2 million due to a combination of significant tax relief legislation enacted in the
2001 legislative session and substantially weaker economic conditions than were forecasted in
late 2000. Changed economic conditions caused the FY 2002 individual income tax forecast to
be reduced from 7.1% growth made in late 2000 to a forecast of 2.4% growth made in late 2001.
A further reduction to —8.2% growth was due to the tax law changes enacted during the 2001
session. A reduction of $83.7 million in FY 2002 was due to the direct impacts of the legislation,
and another $24.5 million of FY 2002 individual income tax revenue reduction was the result of
refunds related to over withholding in the last half of FY 2001 (tax relief legislation was made
retroactive to January 1, 2001, but withholding table changes didn’t occur until July 2001).

The corporate income tax forecast for FY 2002 has been revised downward by $42.4 million
(31.2 percent) to $93.43 million on the basis of weaker than expected performance in FY 2001,
and tax relief legislation enacted during the 2001 legislative session. FY 2002 corporate income
tax revenue was originally forecast to decline 20.1% from FY 2001. The current forecast has the
corporate income tax declining only 18.8% (before factoring in law changes), but the FY 2001
base came in $28.5 million lower than expected. This accounts for $20.8 million of the
reduction. Another $21.5 million is pulled from FY 2002 corporate income tax revenue as a
result of tax legidlation enacted during the 2001 legidative session. The net result is a forecasted
decline of 34.0% in FY 2002.

The sales tax forecast has been revised downward by $36.9 million (5.3 percent) on the basis of
weaker than expected actual revenue results in FY 2001 and weaker projected economic
performance in 2001 and 2002.

The product tax category has been revised upward dlightly by $0.2 million (0.9 percent) to
$20.63 million. The miscellaneous revenue forecast has been revised upward $17.3 million (18.5
percent) to $110.6 million due to a variety of factors. State agencies now pay fees for Attorney

! As of the end of April 2002 the FY 2002 General Fund revenue shortfall has grown to $100.3 million. As aresult,
in May the Governor ordered several additional measures to deal with this problem. State agencies were instructed
to implement a hiring freeze, pay freeze, and cancellation of all discretionary equipment and travel expenditures.
These measures are in addition to the following transfers to the General Fund authorized by the legidature during
the 2002 legid ative session; $1.3 million from the |daho Code Commission, $0.336 million from the State Insurance
Fund, $0.45 million from the Hazardous Waste Emergency Fund, $22 million from the Capitol Endowment Fund,
$19.336 million from the April 2002 Tobacco Settlement Payment, and up to $80 million from the Permanent
Building Fund.
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General services into the state’s Indirect Cost Recovery Fund. The amount in this fund, $7.0
million, will be transferred into the Genera Fund in FY2002. The Department of Finance
transferred $2.4 million into the General Fund in FY2002. The Department of Environmental
Quality reverted $1.0 million to the Genera Fund in FY2002. In addition, the Treasurer's
interest earnings have been augmented with the $5.4 million in net proceeds from the sale of the
2001 Tax Anticipation Note. These changes account for $15.8 million of the $17.3 million
increase in miscellaneous revenue from the original to revised estimates for FY 2002.

Fiscal Year 2001

General Fund revenue in FY 2001 was $1,985,040,200. An additional $182,424,200 was
avallable as a carryover from the prior year. Transfers out of the General Fund totaled
$153,025,000. Total funds availablein FY 2001 were $2,014,439,400.

General Fund revenue growth was 8.9% in FY 2001. This was $15.2 million, or 0.8 percent,
lower than the revised executive forecast made in December 2000.

The strongest revenue growth in FY 2000 was from the corporate income tax. Its increase of
$16.7 million (13.3%) was the second consecutive year of ranking first in growth rate.
Nonetheless, FY 2001 corporate income tax collections of $141.5 million were $10.5 million less
than the all time high of $152.0 set in FY 1996.

The individual income tax had the largest actual increase in FY 2001 in absolute terms. Growth
of $63.8 million (6.6 percent) was $0.2 million (0.02 percent) lower than the revised executive
forecast made in December 2000.

The sales tax grew by $19.8 million (3.2 percent) in FY 2001. Thisis $10.7 million (1.6 percent)
lower than the forecast of $658.0 made in the December 2000 revised executive forecast. This
worse than expected performance was primarily the result of an abrupt slowing in ldaho
employment growth in 2001.

The product tax revenue category grew by $4.7 million (29.7 percent) in FY 2001. This was
primarily due to a law change that redistributed tobacco tax revenue to the General Fund. This
accounts for $4.1 million of the growth. Another $0.6 million in growth occurred in the cigarette
tax. This category came in just $0.05 million higher than the December 2000 revised executive
forecast.

Miscellaneous revenues grew by $58.0 million in FY 2001, a 62.2 percent increase. Thisis $24.2
million (19.1 percent) higher than the December 2000 executive revenue forecast. The bulk of
this increase was due to the second of two large estate tax payments ($8.8 million), stronger than
expected insurance premium tax revenues ($7.3 million), stronger than expected unclaimed
property collections ($4.8 million), and stronger than expected net interest earnings ($3.9
million).

General Fund spending in FY 2001 consisted of $1,804,038,100 in original appropriations, plus
$2,899,800 in prior year reappropriations, plus $42,144,200 in positive supplementals, less
$12,725,100 in negative supplementals, plus $353,300 in appropriation adjustments, less
$7,088,000 in reversions and next year reappropriations.
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IDAHO ECONOMIC INDICATORS

TABLE S8

Caendar Years
1999 2000 2001 2002 2003
(Projected)

Personal Income (millions) $ 28572 $ 30,759 $ 32,435 $ 33,984 $ 35,009
Percent Change 5.5% 7.7% 5.4% 4.8% 5.9%
Total Nonfarm Employment 539,114 559,243 569,064 572,958 582,637
Percent Change 3.4% 3.7% 1.8% 0.7% 1.7%
Goods Producing Employment 113,567 116,060 115,106 110,855 111,862
Percent Change 2.1% 2.2% -0.8% -3.7% 0.9%
Service Producing Employment 425,547 443,184 453,958 462,103 470,775
Percent Change 3.7% 4.1% 2.4% 1.8% 1.9%
Population (thousands) 1,251.8 1,273.1 1,292.9 1,308.6 1,323.3
Percent Change 1.7% 1.7% 1.6% 1.2% 1.1%
Housing Starts (Idaho) 10,337 11,528 12,179 10,658 10,168
Single Unit 9,193 10,381 10,332 9,440 9,153
Multiple Unit 1,144 1,147 1,848 1,245 1,015
Selected U.S. Production Indicies (1996 = 100)

Lumber & Wood Products 1105 107.6 1024 103.2 105.6
Office & Computer Equipment 2585 3438 351.7 387.2 504.9
Electrical Machinery 1994 260.1 2451 252.4 315.2
Electronic Components 327.1 502.6 479.6 527.8 698.7
Food 106.3 108.0 107.2 108.6 1101
Paper 107.6 106.7 101.2 98.5 1024
Agricultural Chemicals 1024 95.5 90.7 94.6 95.5
Mining, Except Oil & Gas 1054 106.0 1039 100.0 1032
Selected U.S. Producer Prices (1982 = 100)

All Items 1255 1328 1342 130.3 1329
Lumber & Wood Products 1836 1782 1743 1737 1787
Machinery & Equipment 124.2 1240 123.6 122.6 122.9
Farm 98.4 9.5 1038 1034 1065
Pulp, Paper & Allied Products 1741 183.7 184.8 184.7 189.9
Chemicals 1442 1510 1519 1484 1518

Sources. DRI*WEFA and Idaho Economic Forecast, April 2002
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TABLE9

STATE OF IDAHO
GENERAL FUND
SUMMARY OF THE 2003 FISCAL YEAR BUDGET

(Cash Basis)
($000's Omitted)

BUDGET
Unobligated Cash Balance July 1 $8.,629
Add Beginning Encumbrances 6,500
Beginning Cash Balance $15.129
REVENUES
Individual Income Tax 997,391
Sales Tax 101,921
Corporate Income Tax 683,171
Cigarette Tax 7,430
Tobacco Tax 4,100
Beer and Wine Tax 3,700
Kilowatt Tax 2,300
Mine License Tax 100
Liquor Surcharge 4,945
Insurance Premium Tax 54,622
Total Taxes $1,859,680
State Treasurer $12,200
Court Fines 5,100
Miscellaneous 27,775
Total Revenues $1,904,755
Transfers to General Fund (One Time) 53,200
Total Revenue and Transfers $1,957.955
EXPENDITURES
Public Schools $920,000
Higher Education 213,559
Health and Welfare 359,646
All Others 476,691
Total Appropriated Expenditures $1,969,896
Nonoperating Rec./Disb. (net) $0
Net Interest Rev/Exp on TAN 0
Ending Cash Balance 3,188
Less Encumbrances/Reappropriations 0
Unobligated Cash Balance June 30 $3.188

PERCENT

52.35%
5.35%
35.32%
0.39%
0.22%
0.19%
0.12%
0.01%
0.26%
2.82%
97.03%

0.64%
0.27%
1.46%
99.40%

46.70%
10.84%
18.26%
24.20%
100.00%

Source: Division of Financial Management
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TABLE 10

STATE

STATENENI‘HENEHAL FUMD

NUES AND EXPENDITURES

FISCAL YEARES 1998 - 2002

{Cash Basis)
For the Fiscal Wears Ended June 30
(FO00's Omitted)
20027 20401 20040 1954 1993
3 T 3 W 5 kY 5 ! 5 o
UNCBLIGATED CasSH BALANCE JULY 1 3182 692 B179.524 F46 556 335.640 13,3405
ADD BEGINMING ENCUMERANCES 13,534 18,1582 16045 B.4582 3,470
BEGINMING CASH BALANCE 5198, 228 F197.676 F62.800 Fd4.092 521,818
REVENUES
Inclividual Income Tax BEE, 222 A GE% 1.023 870 51609 OE0 169 B2 35%, 241_865 51 40% 776,191 51.80%
Corporate Income Tax 93,980 4. T4% 141.527 T13% 124 873 B.E1% @5 438 5.83% 17,287 7845
Sales Tax B57, 654 33.14% 54T 254 32.81% 627 503 34.22% 588797 35 25% 496,808 33.21%
Cigarette Tax 8,000 0. 40%, T.a81 0.40% 7208 0.40%, T.230 0449 T.ATT 05059
Tobacoo Tax 3 4,245 0.21% 4 083 0.20% A, 11N A
Beer and Vime Tax 3,730 0.1 9%: 3T15 0.19% ITT 0.20% 3.580 0.22% 3,420 0 23%
Kilowatt Tax 1,600 0.08E% 1.7586 0.09% 2.765 0 15% 2.850 0 18% 3,240 0.22%
Mire Licenss Tax 121 0.01% 245 O.01% {658} = 0 1.883 0.12% Gl 0.6
Liguor Surcharge 4,045 0. 25% 4 045 0.25% 4 945 0,27 % 4 945 0.30% 4,945 0 33%,
Insurarce Premasm Tax 53,039 26T% 55 881 2.8I% 48 432 2.53% 45 435 2.78% 42 B4B 2 BET
Todal Taxes 1,713,540 86.35% $1.881.417 85 30 11,7770 S5 Q0% B1.582.193 a7.Z22% 31,453,174 A7 14%
State Treasurer 18,500 0B3% 22,504 1.12% 24,274 1.B7% 32.152 1 96% 11,7EE 2.12%
Couwrt Fines 5,000 0. 25%: 5,484 0.28% 5.308 0. 25%, 5.130 0.31%: 5,018 .34
Estate Tax’ 8400 04 2% 35,807 1 80% Mra Rli& MA
Miscellansous 37081 1.87% 0. 740 1.604% 17.058 0,835 BA4XD 0.651% 5,020 0. 40%
TOTAL REVEMUES 1,780,501 89.T2%  $1.934.TT1 10000 51,833 678 100.0%  H1.637.5095 100.00%  $1,495 979 100 0%
EAPENDITURES
Public Schools WA ATH A6, 5H% SBT3 465 dd_ 2% 821.072 45.T0% T 360 A9 _SE%, TOS, 000 48 30%
Higher Education 298,484 14, 94% 263,119 12.32% 251163 14, 80% 238,225 14 .90% 221,173 15.15%,
Health and Welfare 158,022 17.92% 315013 15 95, 274 272 16.27% 250.B66 15 62 230,827 15.B0%:
All Others 408 823 20.4.5% 524 000 265 529, 330 5668 20.14% 319486 19.88%, 302877 20.TE%
TOTAL AFPPROPRIATED EXPENDITURES 1,995,299 100.00%  §1,975 606 100.00% 51,088 073 100.00%  F1.605 927 100.00% 31458777 100, 0%
MNOMOPERATIMNG REC /DISE. (NET) 42872 16 186 3 190
INTEREST EXPENSE ©ON TAMs (9,271} (10.631) (12,715} (13,403 {13,835
EMNDIMNG CASH BALANCE $15,129 51065 226 $107 676 $62.600 S, 092
LESS ENCUMBRAMCES/REAPPROFPRIATIONS (3,500 (13,5345 (18,152) (16,045 (8,452
UNOBLIGATED CASH BALANCE JLRME 30 58,620 F182.682 3179.524 346 565 536,640

! 002 Pragatnng ane s on s1tiale Theaugh S, 2000 end Projeciine for May & e Thig mana ecoossioly efladte FY 2003 1han 1 noemal practice of oficial projectone

 Esiae Tax |5 et (he Senecsl Fond in 2001

! Prarta F¥ 200 Tobwooo Tas was d b wancus dadicsbad farde Law change durng thia 20000 legisdséres seamian

Ata farmuls

Sonma: Oweion of Fnencial Mansgemant
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GENERAL TAX REVENUES

The following Genera Tax Revenues are the sources for the repayment of principal of and
i